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Administration Proposals for E.R.P. 


The President’s speech to Congress December 19 
marked the beginning of a new phase in considera- 
tion of the European Recovery Program. Congres- 
sional studies and debate will now center on these 
specific proposals. 

The administration program is based on the inten- 
sive studies already made in Europe, by the 16-nation 
Committee of European Economic Cooperation; and 
in this country, by the Krug, Nourse and Harriman 
committees. 

Starting from the cardinal principle that European 
recovery is essential to the welfare of the United 
States, the administration proposes a four and a 
quarter year program, from April 1, 1948, through 
June 30, 1952, requiring approximately $17 billion 
in assistance from the United States. 

The President outlined six basic considerations in 
recommending the program to Congress: 


1. Recovery, not relief. To accomplish its 
purpose, the program must work for real European 
economic recovery. If funds are cut below neces- 
sary levels, if the program is too inflexible to meet 
emergencies as they arise, the result may be only 
relief. This, in the long run, would cost U. S. tax- 
payers more money. 


2. Use of U. S. funds. To insure that our 
money and goods go where they are intended, and 
can do the most for European recovery, the Presi- 
dent’s program specifies that each nation receiving 
aid must agree to certain conditions. These include 
currency stabilization, production efforts, and eco- 
nomic cooperation with other nations. 


3. Sound measures for financing. The pro- 
gram has been worked out to minimize the financial 
cost to the U. S., but to avoid placing unreasonable 
demands for repayment on Europe. The needs of 
each country are to be handled separately, and each 
is to pay its own way as far as possible. In general, 
relief supplies such as food and fertilizer will be in 
grants, while material to rehabilitate industry will 
be in the form of loans. 


4. Impact on U.S. The program is designed 
to cause the least possible dislocation in the U. S. 
economy. Certain materials in short supply will not 


be provided to Europe in the quantities requested 
in the Paris report. The needs and interests of the 
U. S. will be guarded by the Departments of Agri- 
culture, Commerce, and Interior, which will have 
the final say on the amounts that may be exported. 
To lessen the impact on our domestic economy, some 
goods in short supply should be purchased from 
other countries of the Western Hemisphere. 


5. Relation to U. S. foreign policy. The 
program must be consistent with the entire foreign 
policy of the U. S. Although developed outside the 
United Nations, the program should use U.N. facili- 
ties whenever possible. Regular reports, for ex- 
ample, should go to the Secretary General; the 
U.N. Economic Commission for Europe as well as 
the specialized agencies should play a part. 


6. Administration. To administer the pro- 
gram, the President proposed that a new agency be 
created—the Economic Cooperation Administration. 
Working through existing agencies of the govern- 
ment, the ECA should be small. It would use reg- 
ular government procurement and shipping chan- 
nels, for example, rather than taking on these jobs 
itself. Loans would be handled through the Export- 
Import Bank. The head of ECA would be respon- 
sible to the President, and in all matters affecting 
U. S. foreign policy would be subject to the direction 
of the Secretary of State. Representatives abroad 
would function through the Embassies. 


Congressional Reaction. Since Congress ad- 
journed the day the President’s proposals were made, 
consideration of the legislation will not begin until 
the next session convenes January 6. Preliminary 
reactions seem to indicate that, while the principle 
of a European Recovery Program is widely accepted, 
there will be much debate over the amount of aid, 
the conditions to be attached, and the administration 
of the-program. 


Inflation Controls: First Step 
INFLATION—How to minimize its effects and 
strike at its causes was the subject of most controversy 
in the special session of Congress. The session was 
marked by partisan jockeying for position as objec- 


class 


Number 26 


tive consideration of critical problems became more 
and more difficult. In its closing hours, the Con- 
gress finally passed a bill that amounted to a “first 
installment” on inflation legislation. Congressional 
leaders indicated the subject would receive more at- 
tention when they return in January. 

The Legislation, which the President is expected 
to sign, accompanied by a critical message, gave the 
President less than half of the powers he requested 
in his ten-point program. Controls on the export 
of critical materials and on the use of transportation 
facilities, due to expire at the end of February, were 
renewed for another year. Provision was also made 
for the Secretary of Commerce, who administers 
such controls, to use price as a criteria in granting 
export licenses. Measures to conserve food and feed 
in this country and to stimulate food production in 
non-European countries were authorized. The ad- 
ministration was given the power to limit the use 
of grain by distillers of alcoholic beverages until 
January 31, 1948. 

Center of interest in the Taft-sponsored bill is 
the authorization for the President to consult with 
representatives of business, industry, and agriculture 
to encourage the making of voluntary agreements 
for the allocation of scarce critical materials to the 
most essential uses, and for the regulation of specu- 
lative trading on commodity markets. Participants 
in such agreements would be immune from the 

effect of the anti-trust laws if approved by the At- 
torney General. 

The President had urged the Congress to grant 
him the power to make regulations providing for 
allocations and speculation curbs, but instead of 
granting him control over the situation, the bill 
places the initiative with private groups. The bill’s 
supporters believe that activity will be stimulated by 
the possibility that if the voluntary arrangement 
does not produce results, legislation will be passed 
giving the President greater power. 

Inflation control legislation likely to get action 
early in the next session are a Senate bill for the 


regulation of consumer credit, now in the House 
Banking and Currency Committee, and a measure 
to extend rent control. Put off for later attention 
is legislation to tighten up control of bank credit. 
The President’s request for reserve authority for ra- 
tioning, price, and wage control at the consumer 
level will be pigeon-holed for a while unless the 
inflationary threat or the public becomes more de- 
manding. 


Margarine Le¢gislation 


The long-standing fight to repeal taxes and unfair 
restrictions on the manufacture and sale of oleomar- 
garine is expected to flare up again in the next 
session of Congress. With the high price of butter 
forcing many low-income families out of the market, 
public clamor is increasing for repeal of taxes that 
make it necessary for housewives to color their own 
margarine. 

Federal legislation now imposes a 10-cent a pound 
tax on the sale of colored margarine and one-quarter 
cent when it is sold uncolored. Burdensome and 
expensive license fees for manufactures, wholesalers, 
and retailers of margarine restrict trade and add an 
unnecessary cost item since the money gained froth 
the tax is negligible as revenue. In addition, 38 
states have passed laws imposing taxes and regula- 
tions that tend to make its sale practically prohibi- 
tive. | 

Olemargarine is the only pure food that has been 
singled out to be taxed for the sole purpose of in- 
ternal protection of one industry from encroach- 
ments by another. Its nutritional benefits are no 
longer in doubt. Protection of the people from de- 
ception is adequately nea by state and federal 
food and drug laws. 

Legislation on this subject was introduced in both 
the House and Senate during the special session and 
the coming months will prove a test of the power 
of public opinion over that of a special interest group. 


* CURRENT LEGISLATION x 


Interim Foreign Aid: On December 19 both Houses 
of Congress agreed to the conference report on 
H. R. 4748, a bill appropriating $522 million for aid 
to Austria, France, and Italy plus $18 million for 
aid to China. The administration had requested 
$597 million for the European countries alone. 


European Recovery Program: President Truman’s 
message on the European Recovery Program also 


reached the Congress on December 19. It was 
ordered printed as House Document 478. Mean- 
while, on December 17, the House Foreign Affairs 
Committee started hearings on a bill (H. R. 4579), 
introduced by Mr. Herter, to establish a government 
corporation for the administration of the European 
Recovery Plan. 
* * * 

Inflation Control: On December 19 the House passed 
the Senate-approved S. J. Res. 167 (Taft). See above. 
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